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An AICPA publication for the local firm

REACHING FOR SUCCESS
As have many areas of the country with agriculture
based economies, Des Moines and the central Iowa
region has had its share of problems—stagnant
growth, high unemployment, etc.—during the last
few years. While discussing these issues at a strate
gic planning meeting about twelve months ago, the
partners of Galinsky & Company, a West Des Moines
CPA firm, thought that perhaps they could do some
thing to promote local businesses and help people.
They quickly did. The "something” is a locally pro
duced cable television series, "Reaching for Suc
cess: Windows on Iowa Business,” that features firm
members, clients, and local business leaders.
Galinsky & Company has long been a supporter of
small businesses. In fact, the interest started when
James A. Galinsky, the firm’s managing partner,
began the practice in 1968. The firm utilized 150
square feet of office space in those days, compared
with the 7,000 square feet of the present office. And
today, the monthly overhead is ten times the income
Mr. Galinsky made that first year.
Mr. Galinsky attributes the firm’s success to the
motivation and hard work of everyone (currently
over twenty-five people) in the firm, and to the fact
that they can enjoy their work and the good things in
life, and also control their own destinies. Mr.
Galinsky thinks that others can emulate this suc
cess. He believes that anyone who really wants to
start a business and who is willing to follow a few
rules can succeed.
Many of the firm’s clients were new ventures when
they began their association with Galinsky & Com
pany. Typically, they went to the CPA firm for assis
tance on financing, setting up an accounting
system, or for just plain good business advice. Today,
many of these clients represent success stories. The
decision reached by the partners of Galinsky &
Company at their strategic planning meeting was
that they would tell these stories in the hope of
helping and motivating other people who, in turn,

would also like to start their own businesses.
There are 15 thirty-minute shows in the series,
each featuring a different client that has become
successful. Interviewed by the hostess, a local televi
sion personality, the clients talk about the founding
and development of their businesses. These seg
ments of the program were taped at the clients’
places of business, producing informative, educa
tional, and sometimes very entertaining presenta
tions.
In other segments of the program, local business
leaders, journalists, and members of Galinsky &
Company offer advice. Each show ends with a
motivational tip from a San Francisco business con
sultant, Richard Liebow.
Not just the stars of "Reaching for Success” are
local people. The show was produced with the help
of a local communications company, and even the
theme music was written and performed by local
musicians. Both the television series and a record of
the theme music appear under the Galinsky & Com
pany Productions label. The 45 rpm record was dis
tributed to local radio stations and record stores to
help promote the television show.

What it cost
Mr. Galinsky contacted a Des Moines video produc
tion company who agreed to produce the fifteen

What’s Inside...
□
□
□
□
□
□

Conference on expanding firm profits, p.2.
The advantages of small accounting firms, p.3.
National small firm conference announced, p.3.
Financial profile of CPA firms, p.4.
The 1987 practice management conferences, p.7.
A business manual for accountants, p.8.

2

shows for about $43,000. The cable television com
pany charged another $3,000 to air each of the fif
teen shows four times a week (or $50 per showing).
With promotional costs of $5,000, the bottom line
out-of-pocket cost to the firm was $10,000 + , after
considering the clients reimbursement.
Twenty-five clients were offered participation in
the show but the slots were limited to fifteen takers.

business associates, and friends of the firm. Then,
just before the show was aired, a special mailing to
1,500 readers of the firm’s newsletter asked them to
display an announcement giving the times the pro
gram was appearing on the cable channel. During a
three-month period, over 150 radio spots promoted
the show, encouraging listeners to find out how to
start a new business or improve an existing one. And
for those who don’t subscribe to a cable service, but
who have a VCR, the firm offered a free videotape of
the shows.
Based on the favorable comments from people
who have seen the programs, Mr. Galinsky believes
that the concept could be adapted by other local
CPA firms that wish to both gain exposure for them
selves and help their clients and communities. Less
suited, perhaps, to large metropolitan areas with
numerous cable television services, adaptations of
“Reaching for Success” could well catch on in
smaller communities across the country.

Conference on Expanding Your Firm's Profits
Each was to pay $2,500 on his share of the total
production cost. Within twenty-four hours after
receiving Mr. Galinsky’s offer, eleven clients were
participants, and within a week, all fifteen partici
pants were committed. The programs feature a
cross section of the firm’s clients—contractors, man
ufacturers, retailers, service firms, and wholesalers.
Clients were keen to underwrite the program
because it offered considerable exposure for the
money. Selling more products was not the intent but
it has often been the result, pleasing both clients and
Galinsky & Company. Nevertheless, even though a
computer graphics version of its logo appears at the
beginning of each show, the CPA firm has been care
ful to minimize clients’ endorsements of its services.
No one in the firm wants the program to be a
glorified commercial.
Galinsky & Company has not been reticent,
though, when it comes to promoting the program.
The series was first announced at the firm’s third
annual Drumbeaters Open last September (see the
April 1986 issue), which was attended by 175 clients,
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The AICPA has scheduled a conference for June 11-12
at the Fairmont Hotel in Dallas, Texas, that is
designed to help firms augment their marketing
efforts. Emphasis will be on the critical issues
involved in developing and implementing a market
ing program that complements a firm's strategic plan.
The general sessions include marketing in the era
of the new dynamics, the attributes and respon
sibilities of the marketing director in initiating a
marketing program, and monitoring your firm’s
practice development efforts.
In addition, concurrent sessions will cover vari
ous components of a marketing plan: the impor
tance of staying close to clients in your marketing
efforts, innovative marketing, professional sales
manship, and successful practice development tech
niques for professional staff.
The conference will feature a measurable systems
approach to expanding firm profitability, and
ample time will be included for group discussions
and workshops to help participants capitalize on an
exchange of ideas.
For further information, call Susan Averbach at
the Institute: (212) 575-6441.
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The Advantages of Small Accounting Firms
Recent years have seen the mergers of many
accounting firms, and the issue of small firm/large
firm advantages has become increasingly pertinent
to CPAs and the public that uses their services. It is a
subject that I, as a small practitioner, discussed
many times with other CPAs from both small and
large firms, and with educators, students, and other
interested parties.
As part of the research for my doctoral disserta
tion, I conducted a study for developing criteria in
establishing a new accounting practice. I wanted to
find out what advantages small accounting firms
believed they held over large ones. I also wanted to
know what they thought large accounting firms
could provide clients that they could not. I antici
pated that these opinions might be of help to pro
spective practitioners in determining what to
emphasize in their operations in order to attract
clients.
Prior to conducting this study, I searched the liter
ature for articles on small-firm advantages but
found none. I did find some articles in the June 1974
Journal of Accountancy, however, that discussed the
advantages that large firms held over small
accounting firms.
The apparent advantages, according to Jesse T.
Barfield, "Small Firm Specialization: Why and
How?," and Thomas D. Wood, “How Small Firm
Practitioners Can Avoid Substandard Audits," are
that large firms can more easily
□ Implement the team approach, using both spe
cialists and generalists, on an intrafirm basis.
□ Afford specialists and administrative personnel.
□ Conduct audits through an ability to allocate
the necessary time and personnel, and handle
logistical problems.
Various suggestions have been offered to help
small firms overcome these perceived disadvan
tages. One possibility is for small firms to offer spe
cialized services or to concentrate on particular
industries rather than providing general services.
Another idea is for small firms to minimize the
effects of their lack of specialists and administrative
personnel by developing the structure necessary for
successfully providing basic services.
To obtain the opinions I wanted, I sent question
naires to 350 small practitioners located in seven
southeastern states and interviewed forty others in
four southeastern states. One hundred and eighty
eight practitioners responded, offering these advan
tages they believe they have over larger CPA firms:
more personal contact, 92 percent; lower fees, 32
percent; quicker service, 32 percent; more courte
ous service, 20 percent.

A majority of the small practitioners agree that
large firms can usually offer a greater variety of
services and more specialized ones than they can,
and that these are important considerations. None
of the respondents said that large firms charge
lower fees or provide quicker service, however.
A few small firms think that prestige, the ability to
service very large clients and conduct audits for
SEC registrants; and their wealth of experience in
highly unusual situations and greater use of com
puters might give large firms advantages. Several
small practitioners believe that large CPA firms
have no advantage over small ones at all, though.
(Continued on page 8)

1987 National Small Firm Conference
In order to accommodate the number of practi
tioners who wish to attend, the seventh annual
AICPA Small Firm Conference will be held on
two dates in two different locations: August
20-21 at the Hyatt Regency in Baltimore, Mary
land, and October 22-23 at Bally.s Hotel in Las
Vegas, Nevada.
The program, which is planned by the
Institute's management of an accounting prac
tice committee, features the same speakers and
topics at each site and focuses on the interests
and problems common to all small firms,
especially those of sole practitioners and firms
with two or three partners.
Topics for the general and concurrent ses
sions include how to increase your bottom
line; improving your firm's quality of worklife;
shaping your practice to fit you; partner com
munication; computer applications, market
ing, and how to recruit and retain staff in the
small firm; and projecting a positive profes
sional image.
In addition, a practice management forum
led by conference panelists is scheduled for the
first evening of the conference.
Last year, over 500 practitioners attended
the national small firm conferences. So, mark
the dates on your calendar, and if you would
like to receive more information, call the
AICPA’s industry and practice management
division: (212) 575-3814.
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Financial Profile
of CPA Firms
For a number of years,
the Texas Society of
Certified Public
Accountants has con
ducted an annual
practice management
survey (PMS), which
has been used to build
a profile of profes
sional accounting
practices. After more
than a decade, this
has resulted in a siz
able data base of
financial charac
teristics and operat
ing policies of some of
the country’s largest
and smallest practice
units. In the surveys
history, data have
been accumulated for
over 30,000 CPA
firms.
For several years,
the Practicing CPA has
presented informa
tion from the PMS,
the purpose of which
is to allow owners to
assess their own
firm’s financial
growth by providing
benchmarks for com
parison with others of
similar size and
nature. The following
information is based
on the 1986 survey,
which reflects operat
ing results for 1985.
A number of tables
highlight some of the
PMS results. Firms
are separated into
two groups: individ
ual practitioner firms
and firms with two or
more owners. The lat
ter group is further
divided by size—
small, medium, and
large. Small firms
Practicing CPA, March 1987

Exhibit I
A Profile of Public Accounting Firms
Individual
practitioner
n = 1328

Small*
n = 435

Nonnational
Medium†
= 555

1. Total assets§
1985:
1984:

$ 66,000
60,000

94,000
105,000

262,000
255,000

806,000
790,000

2. Total liabilities
1985:
1984:

$ 22,000
20,000

33,000
35,000

86,000
84,000

265,000
257,000

3. Owners equity
1985:
1984:

$ 44,000
40,000

61,000
70,000

176,000
171,000

541,000
533,000

4. Total net revenues
1985:
1984:

$143,500
133,800

229,300
232,600

574,500
567,200

1,731,200
1,649,900

5. Firm net income
1985:
1984:

$ 55,300
52,600

97,500
101,200

215,400
213,800

574,800
574,200

6. Net income per owner
1985:
1984:

$ 55,300
52,600

46,400
46,000

75,800
71,800

105,900
102,300

38.5%
39.3

42.5%
43.5

37.5%
37.7

33.2%
34.8

8. Number of personnel
1985:
1984:

3.4
3.4

5.8
6.0

11.5
12.0

30.8
31.1

9. Charged hours per person
1985:
1984:

1,107
1,095

1,121
1,147

Financial

7. Percent of owners' income
to net revenues
1985:
1984:

Large‡
n = 366

Firm characteristics

10. Net revenues realized
per hour charged
1985:
1984:

11. Number of days to
collect receivables
1985:
1984:

$ 42.41
40.08

38.71
36.74

71
76

80
91

* Firms with revenues up to $350,000
† Firms with revenues from $350,000 to $950,000
‡Firms with revenues over $950,000
§ Does not include real estate.
|| Does not include real estate debt.

1,280
1,277

42.74
39.98

102
100

1,295
1,293

45.58
42.84

107
117
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Exhibit II
Net Income of Owners
(In Cumulative Percentages)
Individual
Percent earning over: practitioner

$30,000 per year
1985:
1984:

73.8%
73.0

Small
81.2%
79.7

Nonnational
Medium

97.8%
97.5

Large

99.8%
99.4

respects. Nevertheless, 1985 was a
year of modest improvement for
three of the four firm categories.
Perhaps the best overall perfor
mance was registered by sole
practitioners. On the other hand,
small, nonnational firms had a
slightly worse year in 1985 than
1984, in a number of aspects.

Income of owners of CPA firms
As seen in exhibit II, owners’
39.0
47.8
78.9
93.6
incomes were up slightly in 1985
41.6
36.8
74.3
91.0
compared to the year before. That
$70,000 per year
table also focuses on the ranges of
1985:
12.7
24.9
48.9
77.3
owners earnings.
1984:
12.8
21.0
45.1
73.5
For a number of years, the PMS
has
reflected that owners average
$90,000 per year
income increases as firm size
1985:
14.6
3.8
26.3
56.6
(measured in revenue) increases,
1984:
11.2
2.2
21.7
50.1
and these differences can be sig
$115,000 per year
nificant. Owners of small firms
8.4
1985:
0.5
11.4
34.9
(generally these are firms with
1984:
0.2
5.0
8.7
29.8
two to three owners) have half the
$140,000 per year
income of large firm owners.
1985:
4.9
0.1
4.5
18.6
Moreover, individual practi
1984:
0.0
2.5
14.8
3.3
tioners have incomes which aver
age somewhere between the
Average income
income of the small- and the
per owner:
medium-size firms.
1985:
$55,338
$46,390
$75,785
$105,948
1984:
52,640
45,970
71,835
102,305
Why does the size of the firm
have such an impact on owners
Percent change
income? A part of the answer can
From '84 to ’85
5.1%
0.9%
5.5%
3.6%
be
found by looking at the nature
5.1%
From '83 to '84
7.2%
1.7%
4.2%
of the firms. Larger firms gener
ally are older and more estabhave two or more owners and revenue up to
lished than the medium-size ones which, in turn, are
$350,000; medium firms have more than one owner
older than the smaller firms. The growth from small
and revenue from $350,000 up to $950,000; and
to medium to large is a natural progression, carry
large firms have revenue greater than $950,000. No
ing with it certain economies of scale as well as
national firms are included in the data, so the fig
more managerial experience. Becoming large per
ures represent local and regional firms of varying
mits the client base to grow in terms of more clients
sizes. Nineteen state CPA societies participated in
and more affluent ones, making possible the spread
the most recent PMS, representing almost 2,700
ing of more fixed overhead costs to more billable
firms. They ranged geographically from Colorado
units.
and New Mexico in the West to Connecticut in the
With the added responsibilities and risks of grow
North, Texas in the South, and North Carolina and
ing larger, the economic rewards serve as an induce
New Jersey in the East.
ment for continued growth. The payoff is seen, in
part, through more economic income. If these
Profiling the firms
inducements were not available, more owners
Exhibit I captures certain general information—
might decide not to let their firms grow beyond the
financial position and operating results, as well as
size at which they could be handled by one owner.
certain nonfinancial characteristics. It shows that
Readers are often surprised by the fact that indi
1985 was a year of steady, although not exceptional,
vidual practitioner incomes usually exceed that of
growth in public accounting, an economic picture
the owners of small multi-owner firms. The surprise
which mirrored the nations economy in many
disappears when one notices that firm revenue per
$50,000 per year
1985:
1984:

Practicing CPA, March 1987
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Exhibit III
Starting Salaries of Entry Level Professional Staff
Individual
practitioner

Small

Nonnational
Medium

Large

20.9%
22.8

35.9%
36.3

62.5%
66.0

87.5%
89.8

Up to $16,799 per year
1985:
1984:

58.3%
63.9

64.4%
75.3

40.1%
49.9

20.9%
28.3

$16,800 to $19,199
1985:
1984:

26.0
28.7

25.5
15.2

42.2
37.6

43.1
45.1

$19,200 to $21,599
1985:
1984:

11.4
3.7

5.7
3.9

12.0
9.5

24.1
16.3

$21,600 to $23,999
1985:
1984:

2.5
1.5

3.8
2.8

3.7
2.5

10.0
7.8

$24,000 and over
1985:
1984:

1.8
2.2

0.6
2.8

2.0
0.5

1.9
2.5

Total
1985:
1984:

100.0%
100.0

100.0%
100.0

100.0%
100.0

100.0%
100.0

Average annual
starting salary:
1985:
1984:

$16,400
15,700

$16,100
15,600

$17,400
16,700

$18,600
18,100

Firms' hiring and
salary practices
Percentage of firms adding
new professional staff:
1985:
1984:

Percentage of firms offering
starting salaries
in given ranges:

sole practitioner runs nearly 1.5 times that per
owner in small firms. If being an owner of a small
firm were not considered to be a temporary situa
tion on the way to being a larger firm, more CPAs
might opt to remain sole practitioners.
Hiring practices
A significant part of firm operating expense is per
sonnel cost other than that which accrues to the
owners. A part of this cost is hiring entry-level
accountants. Hiring new personnel is common to
every firm and is often seen as an indicator of a firm's
economic vitality.
Exhibit III reflects the PMS query of which firms
Practicing CPA, March 1987

were hiring new accountants and the salaries paid.
We can summarize by saying that the number of
firms hiring new personnel was down slightly in
1985, while the amount paid to those hired was up a
little. The fact that fewer firms were hiring in 1985
was due in part to regional economics. The averages
were dampened by declining hiring in the Southern
oil-producing states.
Several other facts were also apparent from the
PMS, bearing out what has been shown in previous
years. Larger firms pay higher starting salaries, and
those salaries vary significantly by region of the
country and size of the city. Generally, the larger the
city, the higher the starting salary.

An added focus on personnel
costs is provided in exhibit IV.
Exhibit IV
W-2 compensation was up
Annual Personnel Compensation
slightly over the preceding year
for each category of employee.
Individual
Nonnational
Like starting salaries, compensa
Staff classifications
practitioner
Small
Medium
Large
tion to more experienced staff
Managers and supervisors
rises with the size of the firm.
$30,864
$35,785
$33,634
$40,533
1985:
We have attempted to provide
28,928
38,748
1984:
30,638
33,690
the reader with certain aspects of
the PMS data by focusing on earn
Seniors (4-5 years)
ings of the firms’ owners and staff.
$26,334
$29,484
$24,924
$23,596
1985:
While the PMS results represent
28,127
1984:
23,638
21,604
25,626
broadly based responses which
Staff (0-3 years)
may or may not be characteristic
$21,348
1985:
$18,177
$19,850
$18,163
of a given locale, they should pro
20,900
1984:
17,565
17,056
19,240
vide meaningful information
when studied in some detail.
Paraprofessionals
For public accounting, 1985
$15,512
$17,025
$18,122
1985:
$15,043
was a good year but not a great
1984:
16,099
17,461
14,915
14,323
one. Firms grew, but regional
influences had a profound impact
Clerical
on that growth. Firms in some
1985:
$16,542
$12,331
$15,039
$12,570
regions, notably in the North and
1984:
11,802
14,215
15,684
12,480
East, performed better than those
in the South and West. All things
considered, individual practitioners seemed to fare
Editor’s note: Firms may participate in the practice
management survey through their state societies. Any
best. □
—by Carlton D. Stolle, CPA, Ph.D.
one may purchase the complete PMS report by con
Texas A & M University
tacting the Texas Society of CPAs, 1421 W.
and Sanoa F. Hensley, CPA
Mockingbird Lane, Suite 100, Dallas, Texas 75247—
4957 Telephone:
Texas Christian University

The 1987 Practice Management
Conferences
The dates and programs for the fourteenth
annual series of practice management con
ferences have been announced by the AICPA
management of an accounting practice com
mittee. Designed to provide timely practice
management advice, each two-and-a-half day
conference will offer a choice of twelve topics
that are of special interest to the managing
partners of local firms. The conferences offer
twenty-two hours of CPE credit, and the dates
and programs are as follows:
□ Practice Management—West, on July
20-22 at the Fairmont Hotel, San Fran

cisco, California. Topics include manag
ing for organizational effectiveness, lead
ers and the new competitors, partner
compensation, funded retirement plans,
micro auditing, marketing, and buy-sell
agreements.
□ Practice Management—East, on
November 4-6 at the Capital Hilton,
Washington, D.C. Topics include profes
sional advertising, positioning the firm
for an upstream merger, the problems of
rapid growth, turnover—closing the
revolving door, recruiting, and executive
communication.
For more information, call Rob Gannon at
the Institute: (212) 575-3814.

Practicing CPA, March 1987

8 Practicing CPA, March 1987

Small Accounting Firms

(continued from page 3)

A Business Manual for Accountants
Many say they can provide more efficient service
than larger firms can and are more willing to service
small clients. Some think they can offer more pro
ductive management services and more individu
alized service, and many believe they have better
communication with their clients. The small practi
tioners say that their close, personal relationships
with clients result in more concern for clients’ wel
fare and permit a deeper insight into their financial
and tax situations.
Many of those interviewed expressed strong feel
ings concerning the types of services that small CPA
firms could provide more effectively than large
ones. They believe they can offer continuity and a
more complete, better-quality service, with the
added attraction of being able to render special ser
vices on the spur of the moment. □
—by Jack R. Fay, CPA, Ph.D.
University of South Florida
College of Business
140 Seventh Avenue South
St. Petersburg, Florida 33701

American Institute of Certified Public Accountants, Inc.

1211 Avenue of the Americas
New York, N.Y. 10036

A single desk reference that provides a wide
range of general business information will be
available from the AICPA in May. If ordered
now, prior to publication, the manual can be
purchased by members for $99.50, instead of
the post-publication price of $120.00.
The Accountant’s Business Manual is in
looseleaf format for periodic updating and is
organized in twenty major sections. These
cover various aspects of corporations, part
nerships, sole proprietorships, securities regu
lations, business valuations, financing, invest
ment vehicles, estates and trusts, estate plan
ning, bankruptcy/insolvency, insurance,
employee benefit plans, social security,
employment regulations, employment insur
ance, workers’ compensation, IRS practice and
procedure, hiring aliens, and financial mathe
matics.
To place an order at the prepublication price,
call the AICPA order department: (212)
575-6426, order number 029422.
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